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AR35 Preliminary Short Form Prospectus Dated May 24, 1989 


This is a preliminary short form prospectus relating to these securities, a copy of which has been filed with the securities commission or similar regulatory authority in 


each of the provinces and territories of Canada but which has not yet become final for the purpose of a distribution to the public. Information contained herein is 
subject to completion or amendment. These securities may not be sold to, nor may offers to buy be accepted from, residents of such jurisdictions prior to the time a 


receipt for the final short form prospectus is obtained from the appropriate securities commission or other regulatory authority. 


This short form prospectus constitutes a public offering of these securities only in those jurisdictions where they may be lawfully offered for sale 
and therein only by persons permitted to sell such securities. No securities commission or any similar authority in Canada has in any way passed 
upon the merits of the securities offered hereby and any representation to the contrary is an offence. Information has been incorporated by 
reference in this short form prospectus from documents filed with securities commissions or similar authorities in Canada (the permanent 
information record in Quebec). Copies of the documents incorporated herein by reference may be obtained on request without charge from your 
investment dealer or from the manager of investor relations of the corporation at 111 St. Clair Avenue West, Toronto, Ontario MSW 1K3 
(Telephone (416) 968-5076). 


New Issue 


Imperial Oil 


$255,000,000 
5,000,000 Class A convertible shares 


In the opinion of counsel, the Class A convertible shares will qualify for investment under certain statutes as set 
out under “Eligibility for Investment”. Purchasers of these shares will not be entitled to the quarterly dividend 
payable to shareholders of record as of June 2, 1989. The price of this offering reflects the fact that there is no 
entitlement by such purchasers to this dividend. The Class A convertible shares are traded on the Toronto, Montreal 
and Vancouver exchanges and are admitted to unlisted trading on the American Stock Exchange. On May 23, 1989 
the closing price of the Class A convertible shares on The Toronto Stock Exchange was $55. 


Price: $51.00 per Share 


Issue Underwriters’ Net Proceeds to the 
Price Fee (1) Corporation (2) 
Public Offer 
SESS Gye 0h Uy Dn! 20 ee Oo $51.00 $0.765 $50.235 
U5) EGO On uae aa CSE a rs Ay eT Oy ae $255,000,000(3) $3,825,000 $251,175,000(3) 


(1) No fee will be paid to the Underwriters on any sale of the shares by Imperial Oil Limited to its U.S. shareholders. 
(2) Before deduction of the expenses of the issue estimated at$ @ which will be paid from the general funds of Imperial Oil Limited. 


(3) Imperial Oil Limited has granted to the Underwriters an option to purchase up to 1,000,000 additional Class A convertible shares to cover 
over-allotments. Such option will be exercised before closing. If such option is exercised in full, the total issue price of the public offer will 
increase to $306,000,000. A fee of $0.765 per share will be paid to the Underwriters in respect of such over-allotment, except that no fee will 
be paid on sales by the Underwriters to existing shareholders of Imperial Oil Limited who purchase not more than one thousand shares. 


At Imperial Oil Limited’s request Gordon Capital Corporation is communicating this offer to shareholders of 
Imperial Oil Limited, other than its U.S. shareholders. Imperial Oil Limited will invite its U.S. shareholders to 
apply to purchase Class A convertible shares directly from it on the same terms (collectively the “Shareholder 
Offers”). Such purchases by U.S. shareholders will reduce the number of Class A convertible shares which the 
Underwriters are otherwise obliged or have an option to purchase from Imperial Oil Limited. Reference is made to 
“Plan of Distribution — Shareholder Offers”’. 


Exxon Corporation, the principal shareholder of Imperial Oil Limited, has agreed to purchase up to 11,447,370 
Class A convertible shares for a purchase price of $51.00 per share, aggregating a maximum of $583,815,870, to 
maintain its approximate 69.6 percent equity interest in Imperial Oil Limited. In the event that the Underwriters 
exercise their option to purchase additional shares or U.S. shareholders purchase shares, Exxon Corporation has 
agreed to purchase sufficient additional shares at a price of $51.00 per share to maintain its approximate 69.6 
percent equity interest in the Corporation. This purchase will take place contemporaneously with the purchase by 
the Underwriters described herein. Reference is made to “Principal Shareholder’s Private Purchase”. No fee will be 
payable to the Underwriters for the shares purchased by Exxon Corporation. 


We, as principals, conditionally offer these Class A convertible shares subject to prior sale, if, as and when issued by 
Imperial Oil Limited and accepted by us in accordance with the conditions contained in the underwriting agreement 
referred to under “Plan of Distribution” and subject to approval of certain legal matters on behalf of Imperial Oil 
Limited by Blake, Cassels & Graydon and on our behalf by Osler, Hoskin & Harcourt. Subscriptions will be 
received subject to rejection or allotment in whole or in part and the right is reserved to close the subscription books 
at any time without notice. It is intended that the Class A convertible shares will be available for delivery at closing 
on or about June 12, 1989. 
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Documents Incorporated by Reference 


The following documents filed with the various securities commissions or similar authorities in each of the 
provinces of Canada, are specifically incorporated by reference into and form an integral part of this short form 
prospectus: 


(a) the Annual Information Form of Imperial Oil Limited (the “Corporation”) dated March 20, 1989; 


(b) the consolidated financial statements of the Corporation for the year ended December 31, 1988 and the 
report of the auditors thereon and the consolidated financial statements of Texaco Canada Inc. 
(“Texaco Canada”) for the year ended December 31, 1988 and the report of the auditors thereon; 


(c) the Management Proxy Circular of the Corporation dated February 17, 1989 with respect to the annual 
and special meetings of shareholders held on April 19, 1989; 


(d) the material change report of the Corporation dated January 20, 1989; and 


(e) the unaudited interim consolidated financial statements of the Corporation contained in a report to the 
shareholders for the three months ended March 31, 1989. 


All documents of the type referred to above (other than confidential material change reports) filed by the 
Corporation with the provincial securities commissions or similar authorities in Canada after the date of this short 
form prospectus and prior to the termination of this offering shall be deemed to be incorporated by reference into 
this short form prospectus. 


Any statement contained in a document incorporated or deemed to be incorporated by reference herein shall 
be deemed to be modified or superseded for purposes of this short form prospectus to the extent that a statement 
contained herein or in any other subsequently filed document which also is or is deemed to be incorporated by 
reference herein modifies or supersedes such statement. Any statement so modified or superseded shall not be 
deemed, except as so modified or superseded, to constitute a part of this short form prospectus. 


Currency and Conversion 


All currency amounts in this short form prospectus are stated in Canadian dollars unless otherwise indicated. 
One cubic metre (m*) is equal to approximately 6.3 barrels or 35.3 cubic feet. 
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Gordon Capital 


May 24, 1989 
Dear Imperial Oil Shareholder: 


As indicated in the accompanying letter from Arden Haynes, Imperial Oil Limited has filed a preliminary 
prospectus in Canada and in the United States for an offering of Class A convertible shares at a price of $51.00 
per share. At the Company’s request, we are writing to you to advise you of this offering. 


A copy of the preliminary prospectus is enclosed. You are urged to read it carefully before considering 
whether you wish to subscribe for shares. Purchasers of shares under this offering will not be entitled to the 
quarterly dividend payable to shareholders of record as of June 2, 1989. The price of this offering reflects the fact 
that there is no entitlement to this dividend. 


Also enclosed is an “expression of interest” form by which you, as a shareholder, may express your interest 
in acquiring shares under the offering. If you wish to express your interest in acquiring shares under the offering, 
you should notify us prior to 5:00 p.m. (Toronto time) on June 2, 1989, by calling collect or by returning a 
properly completed form (in person or by mail) to Gordon Capital Corporation at the following address: 


Address: Gordon Capital Corporation 
P.O. Box 67, Suite 5401 
Toronto-Dominion Bank Tower 
Toronto-Dominion Centre 
Toronto, Ontario 
MSK 1E7 
Attention: Ms. Shelby Kapush 


Phone: (416) 868-5354 (collect) 


The enclosed form can only be used to subscribe for up to one Class A convertible share for each share of 
the Company you currently own. If you wish to subscribe for more shares contact us separately by June 2, 1989 to 
make special arrangements for such additional subscription. 


Subscriptions will be subject to rejection or allotment in whole or in part by us depending upon demand for 
shares. 


When the final prospectus is available, we will deliver to you a confirmation of your purchase of any shares 
allotted to you together with a copy of the final prospectus and payment instructions. You may withdraw your 
application by telegram, telex or other written notice to us at the address given above, prior to the date of the final 
prospectus. This right is in addition to the rights described under “Purchasers’ Statutory Rights” in the 
prospectus. 


Payment for the shares subscribed for by certified cheque or bank draft payable to Gordon Capital 
Corporation together with the enclosed form, properly completed, must be received by us at the above address no 
later than 5:00 p.m. (Toronto time) on the business day prior to the closing date (the closing date is currently 
anticipated to be June 12, 1989) or you will not receive shares allotted to you under your application. We will 
send you a share certificate representing the shares which have been allotted to you together with any 
overpayment as soon as practicable after the closing of the offering. 


Any questions which you may have as to the enclosed form should be addressed as promptly as possible to 
Gordon Capital Corporation at the address given above or by telephone at (416) 868-5354. 


GORDON CAPITAL CORPORATION 


Gordon Capital 
Corporation 
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Imperial Oil 


The Corporation was incorporated under the laws of Canada in 1880 and was continued under the Canada 
Business Corporations Act (the “CBCA”) by Certificate of Continuance dated April 24, 1978. The head and 
principal office of the Corporation is located at 111 St. Clair Avenue West, Toronto, Ontario, Canada M5W 1K3; 
Telephone (416) 968-4111. Exxon Corporation owns approximately 69.6 percent of the outstanding shares of the 
Corporation with the remaining shares being publicly held, primarily by shareholders with Canadian addresses of 
record. In this prospectus, unless the context otherwise indicates, reference to “Imperial Oil” includes Imperial Oil 
Limited and its subsidiaries, including Texaco Canada. 


Imperial Oil is Canada’s largest integrated oil company. It is active in all phases of the petroleum industry in 
Canada, including the exploration for and production and sale of crude oil and natural gas. In Canada, it is the 
largest producer of crude oil, one of the largest suppliers of natural gas, and one of the largest refiners and marketers 
of petroleum products. It is also engaged in the manufacture and sale of chemicals and fertilizers and in the 
exploration for and production of coal and minerals. 


Imperial Oil’s operations are conducted in three main segments: natural resources (“upstream”), petroleum 
products (“downstream”) and chemicals. Natural resources operations include the exploration for and production 
of crude oil and natural gas, including upgraded crude oil and bitumen, and coal and minerals. Petroleum products 
operations consist of the transportation, refining and blending of crude oil and refined products and the distribution 
and marketing thereof. The chemicals operations consist of the manufacturing and marketing of various chemicals, 
including fertilizers. 


The Corporation recently purchased all of the outstanding shares of Texaco Canada. Reference is made to 
“Recent Developments” for a brief description of this purchase and to “Texaco Canada” for a description of the 
business, properties and financial results of Texaco Canada. 


Recent Developments 
Acquisition of Texaco Canada 


On January 20, 1989, the Corporation agreed to acquire Texaco Inc.’s entire direct and indirect 78 percent 
equity interest in Texaco Canada for a price of U.S. $34.36 per share, subject to receipt of necessary regulatory 
approvals. Pursuant to an offering circular dated January 26, 1989, the Corporation and one of its wholly-owned 
subsidiaries made an offer (the “Offer’) to purchase any and all of the outstanding shares of Texaco Canada for 
U.S. $34.36 payable, at the option of the Texaco Canada shareholder, in cash or Class A convertible shares. 


The Corporation completed its purchase of Texaco Inc.’s interest in Texaco Canada on February 23, 1989, and 
the Offer expired at midnight, mountain standard time, the following day. Essentially all (99.6 percent) of the 
outstanding Texaco Canada shares were tendered following which the Corporation acquired the remaining shares 
under the compulsory acquisition provisions of the CBCA. The total value of the transaction in Canadian funds was 
approximately $4.96 billion. 


Texaco Canada is a major integrated oil company engaged in the exploration for and production of crude oil 
and natural gas, as well as in the manufacture, distribution and marketing of petroleum products. A description of 
Texaco Canada’s business and properties as well as certain financial information is included under the heading 
“Texaco Canada’. Reference is also made to “Pro Forma Financial Information”, which present the consolidated 
earnings and financial position of the Corporation and Texaco Canada as though they had been combined for the 
year ended December 31, 1988 and the three months ended March 31, 1989 and as at March 31, 1989. 


The transaction required the approval of the minister responsible for the Investment Canada Act which was 
obtained on February 23, 1989. As part of the approval process, the Corporation made certain undertakings to 
Investment Canada including an undertaking to invest, over a period of three years, a minimum of 70 percent of its 
upstream cash flow before debt servicing in upstream operations, providing that economic opportunities exist. The 
Corporation has also agreed to offer for sale to Canadian companies, over a period of five years, upstream assets of 
Texaco Canada or the Corporation, or both, having a minimum value of $550 million, and to sell a significant 
portion of those assets. 


In addition, under the Competition Act (Canada), the Director of Investigation and Research is required to 
examine the possible impact of the transaction on competition. Following this review, the Director may, among 
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other things, approve the transaction, subject to any conditions or undertakings considered necessary, or may obtain 
specific divestment undertakings and present them to the Competition Tribunal for an enforcement order. 


Representatives of the Corporation have met with representatives of the Director to provide information to 
assist the Director in his examination of the transaction. The Corporation has agreed that until the Director’s 
examination has been completed and appropriate remedies have been determined, it will hold separate and will not 
dispose of any of the assets of the downstream operations of Texaco Canada or combine the downstream operations 
of Texaco Canada with the operations of the Corporation. The Corporation has also agreed to restrict its influence 
over certain aspects of Texaco Canada’s downstream operations. In addition, the Corporation has agreed that it will 
sell service station, bulk terminal, refinery and other Texaco Canada downstream assets to the extent required by the 
Director to alleviate any concerns he may have that the acquisition may substantially lessen competition. 
Negotiations between the Corporation and the Director have focussed on competition in the retail gasoline 
distribution network in Canada and on the availability of wholesale gasoline supply in central and eastern Canada. 
The Director has stated that his examination has not revealed any serious competition concerns regarding upstream 
operations. 


Until Imperial Oil has more precisely identified those assets which are to be sold to meet either regulatory 
requirements or its own business objectives, it is unable to describe the final effect of the purchase on its total 
downstream assets. However, Imperial Oil expects that any competition concerns the Director may have can be 
addressed without materially diminishing the overall benefits of the Texaco Canada acquisition for Imperial Oil. 
Imperial Oil intends to proceed at a measured pace in merging the two organizations. Full integration of operations 
could take up to three years to complete. 


Use of Proceeds 


The Corporation intends to use substantially all of the approximately $834,990,870 net proceeds 
($1,001,989,044 if the over-allotment option is exercised in full) to be received from this offering and the private 
placement to Exxon Corporation, to repay commercial paper and other short-term indebtedness incurred in 
connection with the acquisition of Texaco Canada. The expenses of this offering, estimated tobe $ @  , andthe 
fees will be paid by the Corporation out of its general funds. 


Consolidated Capitalization 


Outstanding as at 
December 31, 1988 


(audited) 
Short-term debt (unsecured) 
ANAM ADS re. oh eer c, Necetias centr. $ — 
REGIVIIOT CI AMT DADCE «5,500 ware 42 5A ena shi: 20 
MOLT WSHOrt-termi etc. ior.5 «6 sat Sugusrsieeae iis 20 
Long-term debt 
7 avo Debenture, due 19921) ....as0% . 2. 3. hi 
107% Debenture, due 1994... 5. oceans oe 49 
934% Debenture, due 1995... ors... 2... 53 
934% Debenture, due 2009 
PE SLO TION) este ede ee 4.5) oni s, cas 269 
10%4% Debenture, due 1994............... Daan 
Total sinking-fund debentures ........... 383 
12% Debenture, due 1993 .............0..5 125 
10.724% Note, due 1993 (3) ........-..4-. 200 
TO INOLE, GUC ILO9S cs a eas vc wwe nb ee 28 
WO Note, due 19940 ce eee ee 6 
5% Debenture, due 1997 2.05.0... 504654. — 
Total debentures and notes ............. 742 
Medium-term. loan facility. oon oo esas easpssenved — 
WapitalZed leases gan ck hg dace mils 63 
cP Otal long tern, deDtweiet. <8 os oo aoe ose 805 
POA debts Vie Vee ws adem diek Late 4 825 
Shareholders’ equity 
Class A convertible shares (4) ............. 1,418 
Class B convertible shares (4) ............. 8 
Retained. earningsai. 3.2.4. eset eet. Pe: 4,348 
‘Lotal.shareholders: equity ea). agbao1t ier: 5,774 
Total Consolidated Capitalization ....... $ 6,599 
Notes: 


(1) Includes indebtedness of Texaco Canada. 


(2) Assuming the Underwriters do not exercise their over-allotment option. In the event that the Underwriters exercise their over-allotment 
option in full the entire additional proceeds of $166,998,174 from the over-allotment option and the additional subscription by private 
placement of Exxon Corporation would be applied to further reduce indebtedness. 


(3) This Note bears interest at a base rate of 10.724 percent per annum on the $200 million face value, as well as a bonus interest rate based 
primarily on future natural-gas prices (together not to exceed 20.724 percent per annum). At the time of the transaction this Note was 


As at 
March 31, 1989 
after giving effect to the 
Outstanding as at issue and the 


March 31, 1989(1) private placement(1) (2) 


(unaudited) 
(millions of dollars) 


$ 358 $ — 
1,789 1,312 
2,147 1,312 
12 12 
46 46 
50 50 
270 270 
50 50 
428 428 
125 125 
200 200 
26 26 
5 5 
lla) anny) 
___809 ___ 809 
2,504 2,504 
ie O4 bn O4 
3,377 3,377 
5,524 4,689 
1,649 2,484 
28 28 
4,373 4,373 
6,050 6,885 
$11,574 $11,574 


recorded at its estimated fair market value of $216 million and the premium was included in other long-term obligations. 


(4) The aggregate number of Class A and Class B convertible shares authorized to be outstanding is 225,000,000 shares. At December 31, 1988 
there were 162,823,125 Class A convertible shares and 880,356 Class B convertible shares outstanding and at March 31, 1989 there were 


165,862,335 Class A convertible shares and 2,857,974 Class B convertible shares outstanding. 


Details of the Offering 


The authorized capital of the Corporation consists of Class A convertible shares (the “Shares”) and Class B 
convertible shares in each case without nominal or par value. The aggregate number of shares of both classes 
authorized to be outstanding is 225,000,000 shares. At March 31, 1989 165,862,335 Shares and 2,857,974 Class B 
convertible shares were outstanding. 


The Shares and Class B convertible shares rank equally in all respects, except that the board of directors of the 
Corporation may determine that the payment of any dividend on Class B convertible shares may be by way of a 
stock dividend in Class B convertible shares (including a proportionate cash dividend for any fractional interest in a 
Class B convertible share) having a value substantially equivalent to the contemporaneous cash dividend on the 
Shares. Each Share and Class B convertible share is convertible at the option of the holder into a share of the other 
class, except during any period from the date on which any such stock dividend is declared until after the record date 
thereof. 


The holders of Shares and Class B convertible shares are entitled to receive such dividends as may be declared 
by the board of directors out of funds of the Corporation legally available for that purpose. Each share of each class 
is entitled to one vote on all matters submitted to the shareholders. The holders of Shares and Class B convertible 
shares are entitled to share equally, share for share, in all distributions of assets of the Corporation upon any 
liquidation, dissolution or winding-up of the Corporation, and have no pre-emptive rights. The outstanding shares 
are not, and the Shares offered hereby will not be, liable to further call or assessment. 


Eligibility for Investment 


In the opinion of Blake, Cassels & Graydon and Osler, Hoskin & Harcourt, the Shares will be, at the date of 
issue, eligible investments, without resort to the so-called “basket” provisions, but subject to certain investment 
provisions and restrictions pertaining generally to purchasers, for: 


(i) insurance companies registered or licensed under the Canadian and British Insurance Companies Act 
(Canada), or the Foreign Insurance Companies Act (Canada), certain insurers incorporated or licensed 
under the Insurance Act (Ontario), and insurers whose investment powers are governed by the Insurance 
Act (Alberta); 


(ii) loan companies regulated under the Loan Companies Act (Canada); 


(iii) trust companies regulated under the Trust Companies Act (Canada), or the Trust Companies Act 
(Alberta); and 


(iv) pension funds regulated under the Pension Benefits Standards Act, 1985 (Canada), an Act respecting 
supplemental pension plans (Quebec) or the Employment Pension Plans Act (Alberta). 


In the opinion of such counsel, the provisions of the Pension Benefits Act, 1987 (Ontario) and the Regulations 
thereunder would not, subject to compliance with the prudent investment criteria contained therein and the general 
investment provisions thereof, preclude the funds of a pension plan from being invested in the Shares at the date of 
issue, provided that where a statement of investment policies and goals is required to be filed thereunder for such 
plan, such a statement of investment policies and goals has been filed and the Shares are within a category of 
investment permitted and for which guidelines are established in such statement. 


In the opinion of such counsel, the provisions of the Loan and Trust Corporations Act, 1987 (Ontario) and the 
Regulations thereunder would not, at the date of issue, subject to compliance with prudent investment standards 
required thereby and the general investment provisions thereof, preclude a loan corporation or a trust corporation 
registered under such Act from investing in the Shares without resort to the so-called “basket” provisions of such 
Act. 


In the opinion of such counsel, the provisions of an Act respecting insurance (Quebec) would not preclude the 
investment in the Shares by an insurer, other than a mutual association, subject to the general investment provisions 
of that Act. 


In the opinion of such counsel, the Shares will at the date of issue also be qualified investments under the 
Income Tax Act (Canada) for trusts governed by registered retirement savings plans, registered retirement income 
funds and deferred profit sharing plans. 


Dividend Record 


The Corporation has paid cash dividends on its common equity securities in each year since 1891 and on a 
quarterly basis since 1957. The Corporation’s current dividend policy is to pay a quarterly dividend of $0.45 for each 
Share. The next quarterly dividend is payable to shareholders of record on June 2, 1989. Purchasers of Shares will 
not be entitled to the dividend payable to shareholders of record as of June 2, 1989. The price of this offering reflects 
the fact that there is no entitlement by such purchasers to this dividend. 


Supplemental Earnings Per Share Information 


Earnings per share of the Corporation for the three months ended March 31, 1989, adjusted from February 24, 
1989 to give effect to this offering (assuming the Underwriters do not exercise their over-allotment option) and the 
additional subscription of Exxon Corporation and a corresponding reduction of short-term debt, is $0.68 per share. 
The weighted average number of shares outstanding during the three months ended March 31, 1989 for the purpose 
of this calculation is 174,439,000 shares. 


Price Range and Trading History 


The following table sets forth, for the periods indicated, the high and low sale prices and the volume of trading 
for the Shares on The Toronto Stock Exchange: 


High _Low_ Volume 
(000) 

1987 
PrrsCOUALtCr err ke 6 oe tclead 9x00 shewnad emg heute $70% $50% 7,247 
SSCCOMG CU anette cis ke 5 5 tees a one cs cas te aeaee 76 63% 4,344 
BE TEC « QUAL CCT arias coh atta Mne cos, cua aie ak: Seo ogee Gee 81% 71% 3,974 
Four Oudrten en ote ae Oe ee eee nee GH 48% 4,404 

1988 
Pinst Ou ate tic 3 ticiiel ee ain alten hase tys te & 5 seat $60% $53% 4,633 
SECON OMAR Te sitet cogs pods Geib ec opis 632 54% 3,416 
AR ie CS ]VE Tt te] ee Se, eee One ae COT Se a a ge 57% 50 2,611 
EOurt ar OUat Chan Beak ate clk oe aia e cae inka Maapeme teens 51% 45 3,849 

1989 
JAaHUAEyS. GO. WEY oP URN CRO Re, stents, . YUL. SORE EePe $55% $4914 2,412 
Februdiys ) Soh 0 Yes. SOs Saye ae 50% 48% 45573 
Marcha) On RIat, 28. JRE? SOL ae 552 4854 1,799 
P2N 8) A a a me? ae Lee RPE RS. La OR ese 55%2 a2 1,178 
Mayel\ May: 23inclusive.. 2sgiiey 2) .aiio aie 56 53 927 


On May 23, 1989, the last full trading day prior to the filing of this prospectus, the closing price for the Shares 
on The Toronto Stock Exchange was $55%. 


Plan of Distribution 


Pursuant to an underwriting agreement dated May 23, 1989 between the Corporation and Gordon Capital 
Corporation and RBC Dominion Securities Inc. as underwriters (the “Underwriters”), the Corporation has agreed 
to sell and the Underwriters have severally agreed to purchase, as principals, on June 12, 1989 or on such later date 
as may be agreed upon by the parties (the “Closing Date”), but in any event not later than June 30, 1989, all but 
not less than all of the 5,000,000 Shares at an aggregate price of $255,000,000, subject to the provisions contained in 
such agreement, payable to the Corporation upon delivery of the Shares. The Corporation has agreed to pay to the 
Underwriters from general corporate funds a fee of $0.765 for each Share for its services performed in connection 
with the distribution to the public. The Corporation will be reimbursing the Underwriters for their expenses in 
connection with this offering. 


The underwriting agreement provides that the Underwriters may in their discretion terminate their obligations 
thereunder on the basis of their assessment of the state of the financial markets or in the event of their inability to 
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market the Shares profitably. The obligations of the Underwriters under the underwriting agreement may also be 
terminated upon the occurrence of certain other stated events. In the event that an Underwriter defaults in its 
obligation to purchase the Shares it has severally agreed to purchase under the underwriting agreement, the non- 
defaulting Underwriter may elect, but is not obliged, to purchase all but not less than all of the Shares which the 
defaulting Underwriter agreed to purchase. If the non-defaulting Underwriter does not so elect, the Corporation 
may complete the sale of the Shares which the non-defaulting Underwriter has severally agreed to purchase or may 
terminate such agreement. Purchases by shareholders with registered addresses in the United States directly from 
the Corporation (as described below) will reduce the number of Shares which the Underwriters are otherwise 
obliged or have an option to purchase. | 


Under the underwriting agreement, the Corporation has granted the Underwriters an option to purchase up to 
1,000,000 additional Shares to be sold to cover over-allotments at a price of $51.00 per Share, payable in cash to the 
Corporation against delivery of the Shares. A fee of $0.765 per Share will be paid to the Underwriters in respect of 
the distribution of such additional Shares, except that no fee will be paid to the Underwriters on sales by the 
Underwriters to existing shareholders of the Corporation where such shareholder purchases not more than one 
thousand (1,000) Shares. The option is exercisable in-whole or in part and from time to time at or before 5:00 p.m. 
(Toronto time) on June 9, 1989 or on such later date which is prior to the Closing Date as the parties may agree. 


Pursuant to the underwriting agreement, the Underwriters have agreed that, as part of the distribution of the 
Shares, (a) they are not purchasing any Shares for the account of any United States Person (as defined in the 
underwriting agreement) and (b) they have not offered, sold or delivered, and will not offer, sell or deliver, directly 
or indirectly, any Shares or distribute this prospectus to any person within the United States or to any United States 
Person. 


In connection with the offering, the Underwriters may over-allot or effect transactions which stabilize or 
maintain the market price of the Shares at levels other than those which might otherwise prevail on the open 
market. Such transactions, if commenced, may be discontinued at any time. 


Shareholder Offers 


The Corporation wishes all existing shareholders of the Corporation to be made aware of this offering and in 
this connection has asked Gordon Capital Corporation to communicate the offer to all shareholders with registered 
addresses in Canada and elsewhere (outside the United States) where permitted by law (the “Shareholders”). The 
Corporation will invite its shareholders with registered addresses in the United States (“U.S. Shareholders”) to 
apply to the Corporation directly to purchase Shares from it on the same terms as the other shareholders may apply 
to purchase Shares from the Underwriters. Purchases by U.S. Shareholders will be made directly from the 
Corporation and will reduce the number of Shares which the Underwriters are otherwise obliged or have an option 
to purchase from the Corporation. 


Subscriptions received from shareholders, including U.S. Shareholders, will be subject to rejection or allotment 
in whole or in part. In addition, Shareholders who subscribe for Shares under the Shareholder Offer will be limited 
to a maximum subscription of one Share for each Class A or Class B convertible share of the Corporation owned. 
The Underwriters and the Corporation will consult with respect to the allocations to all shareholders including 
U.S. Shareholders, prior to the Closing Date. With respect to U.S. shareholders the Corporation reserves the right 
to close the subscription books at any time and with respect to Shareholders the Underwriters reserve the right to 
close the subscription books at any time. A description of the manner in which a shareholder may subscribe for 
Shares is provided below. 


Mailing to Canadian and Other Non-U.S. Shareholders 


Registered Shareholders of the Corporation of record on May 12, 1989, other than U.S. Shareholders, have 
been sent a letter from the Corporation informing them of this offering together with: 


(i) a letter from Gordon Capital Corporation describing the subscription procedure; 
(ii) a copy of this preliminary prospectus; and 
(iii) an expression of interest form for subscription (the “Application Form’’). 


Shareholders who wish to subscribe under the Shareholder Offers must complete the Application Form and 
submit it to Gordon Capital Corporation or otherwise notify Gordon Capital Corporation by June 2, 1989. A 
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certified cheque or bank draft in the amount of the subscription price for the Shares requested in the Application 
Form together with a properly completed Application Form must be received by the Underwriters by 5:00 p.m. 
(Toronto time) on the business day immediately preceding the Closing Date (expected to be June 12, 1989). In the 
event that the Underwriters are unable to satisfy the request of any Shareholder in whole or in part, a cheque in 
respect of any overpayment will be sent to the Shareholder as soon as possible. If payment is not received by 
5:00 p.m. (Toronto time) on the business day immediately preceding the Closing Date the Shareholder will not 
receive its requested Shares. 


Shareholders wishing to subscribe for more than one Share for each share owned should subscribe for their 
maximum number of Shares by way of the Application Form and for any additional Shares by contacting Gordon 
Capital Corporation directly on or before June 2, 1989, to make special arrangements for such subscriptions. 


On or before June 5, 1989, Gordon Capital Corporation will send to each Shareholder who has notified Gordon 
Capital Corporation of its interest in purchasing Shares under the Shareholder Offers: 


(i) the final prospectus; 


(ii) any confirmation of Gordon Capital Corporation’s acceptance in whole or in part of the subscription to 
purchase Shares; and 


(iii) a covering letter describing the rights of such Shareholder to withdraw from any such purchase of Shares. 


Applications to purchase Shares may be withdrawn in writing to Gordon Capital Corporation prior to 9:00 a.m. 
(Toronto time) on the date of the final prospectus, which is in addition to the rights described under “Purchasers’ 
Statutory Rights” herein. Shortly after the Closing Date the Shares allotted to the Shareholders and any 
overpayment will be sent to them. 


Mailing to U.S. Shareholders 
U.S. Shareholders of record on May 12, 1989, have been sent: 


(i) a letter from the Corporation informing them of this offering and describing the subscription procedure; 
and 


(ii) a copy of the U.S. preliminary prospectus. 


Subject to regulatory clearance, the Corporation expects to mail, on or before May 26, 1989, the U.S. final 
prospectus together with an Application Form, to all registered U.S. Shareholders. 


U.S. Shareholders who wish to subscribe under the Shareholder Offers must notify the Corporation on or 
before June 2, 1989 of their interest in subscribing for Shares. 


U.S. Shareholders wishing to subscribe for Shares under the Shareholder Offers must complete the 
Application Form and submit it to Canadian Imperial Bank of Commerce (New York) (the “Application Agent”’) 
together with a certified cheque or bank cashier’s cheque in the amount of the subscription price for the Shares 
applied for which will be held in escrow by the Application Agent pending the closing. The Application Form 
together with payment in full for the number of Shares for which a subscription is made must be sent to the 
Application Agent in New York prior to the close of business on June 9, 1989. If this payment is not received by 
such time the U.S. Shareholder will not receive its requested Shares. In the event that the Corporation is unable to 
satisfy the request of any U.S. Shareholder in whole or in part a cheque in respect of any overpayment will be sent to 
such U.S. Shareholder as soon as possible. No fee will be paid to the Underwriters on sales of Shares by the 
Corporation to its U.S. Shareholders. 


The Corporation will not accept any applications from U.S. Shareholders unless and until the closing of the 
public offering in Canada and elsewhere outside the United States, as described above, occurs. Shortly after the 
Closing Date the Shares allotted to the U.S. Shareholders and any overpayment will be sent to them. 


Principal Shareholder’s Private Purchase 


Exxon Corporation, the Corporation’s principal shareholder, has agreed to purchase 11,447,370 Shares at a 
price of $51.00 per Share in order to maintain its approximate 69.6 percent equity interest in the Corporation. In the 
event that the Underwriters exercise their option to purchase additional Shares or U.S. Shareholders purchase 
Shares, Exxon Corporation has agreed to purchase sufficient additional Shares at a price of $51.00 per Share to 
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maintain its approximate 69.6 percent equity interest in the Corporation. If the over-allotment option is exercised in 
full Exxon will purchase, in total, 13,736,844 Shares. No fee will be paid to the Underwriters in respect of the 
Shares purchased by Exxon Corporation. The purchase will take place contemporaneously with the purchase by the 
Underwriters of the Shares offered hereunder. 


Texaco Canada 


The purchase of Texaco Canada is expected to initially increase Imperial Oil’s net proved reserves of crude oil 
and natural gas liquids by about 48.1 million cubic metres, or 19 percent, from their level at December 31, 1988. 
Imperial Oil’s average net daily production of crude oil and natural gas liquids is expected to increase by 13,500 
cubic metres a day, or 35 percent, from its average daily production during 1988. 


Imperial Oil’s net proved reserves of natural gas are expected to increase by about 42.4 billion cubic metres, or 
60 percent, while its net production of natural gas should grow by 4.4 million cubic metres a day, or 49 percent, 
compared with average daily production in 1988. 


As stated under “Recent Developments” the Corporation has agreed to dispose of certain upstream assets. 
Until a decision is made as to which assets will be sold, the Corporation cannot predict with any accuracy the effect 
that these divestitures will have on the information herein. 


In its downstream business, Texaco Canada has a nationwide network of retail service stations, distribution 
terminals, two refineries and other assets. As part of the regulatory approval process, Imperial Oil has agreed with 
the Director of Investigation and Research under the Competition Act to hold separate the downstream operations 
of Texaco Canada and not dispose of any assets used in the downstream business while the Director completes the 
review of the transaction that is required under the Competition Act. See “Recent Developments” 


Dividends Declared and Paid by Texaco Canada Subsequent to Year-End 


On January 20, 1989 Texaco Canada declared its regular quarterly dividend of Cdn.$0.30 per share and a 
special cash dividend of Cdn. $0.45 per share, amounting in the aggregate to a distribution of $91 million. Both of 
these cash dividends were paid on March 1, 1989 to shareholders of record at February 16, 1989. 


On January 3, 1989, Texaco Canada announced an extraordinary dividend of one common share of Texaco 
Canada Petroleum Inc. (“TCPI’’) for each common share of Texaco Canada payable to shareholders of record on 
that date. Prior to the payment of this special dividend, Texaco Canada transferred to TCPI the following: 

(a) $65 million in cash and marketable securities; 


(b) its 50% interest in 10 Brazilian risk service contracts covering approximately 21 million acres located in 
the region of Marajo Island at the mouth of the Amazon River; 


(c) its 40% interest in the Mauritania Production Sharing Contract (Block 8) covering approximately 1.8 

million acres located off the coast of Mauritania in northwestern Africa; and 

(d) its interest in 11 Canadian unitized oil and gas producing properties and associated facilities located in 

Saskatchewan and Alberta. 
The foreign and Canadian net assets were transferred at their combined net book value of approximately 
$15 million. 

In addition, on February 9, 1989, Texaco Canada declared a pro rata special dividend in specie of 5,600,000 
common shares of TCPI which was paid on March 1, 1989, to shareholders of record on February 21, 1989. Prior to 
payment of this special dividend in specie, Texaco Canada transferred the following additional properties to TCPI: 

(a) an 100% working interest in 2.2 million acres of land located at Georges Bank, 130 miles offshore from 

Nova Scotia; 


(b) an 11.25% working interest in 1,112,000 acres in the Angorene block located offshore from Guinea-Bissau 
in the Senegal Basin of western Africa; and 


(c) 348,192 net acres of oil sands located in the Peace River, Wabasca, Athabasca and Cold Lake areas of 
Alberta, including leases, wells, pipeline and facilities and a non-exclusive royalty-free licence to use 
certain associated technology. 


Texaco Canada does not own any shares of TCPI. TCPI is currently a subsidiary of Texaco Inc. 
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Description of Business of Texaco Canada 
Oil and Gas Rights 
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(1) A 100 percent working interest in 2.2 million acres of land located at Georges Bank, 130 miles offshore from Nova Scotia was transferred to 
TCPI in 1989. 


(2) All of Texaco Canada’s exploration and producing interests in Brazil, Mauritania and Guinea-Bissau were transferred to TCPI in 1989. 


(3) Gross acres include the interest of others and net acres exclude the interest of others. Certain land holdings are subject to modification under 
agreements whereby others may earn interest in Texaco Canada’s holdings by performing certain exploratory work and whereby Texaco 
Canada may earn interest in others holdings by performing certain exploratory work. 


Exploration and Development 


In 1988, Texaco Canada was extensively involved in exploration and development activities in western Canada 
and in the principal frontier areas. The centrepiece of activity was in western Canada where Texaco Canada owns 
and operates significant oil and gas fields, gas plants and pipelines. Offshore exploratory activities were carried out in 
the Jeanne d’Arc basin offshore Newfoundland, and offshore Malaysia. The following table indicates the number of 
net exploratory and development wells drilled during the years ended December 31, 1987 and December 31, 1988: 
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Texaco Canada increased its exploration activity in 1988. It also acquired 1,080 miles of seismic data in western 
Canada and approximately 275,000 net acres of land. In foreign areas 1.1 million net acres of land were acquired. 


In western Canada the intensive search for conventional oil and natural gas reserves continued, primarily in 
areas close to existing Texaco Canada producing facilities in southern and central Alberta. Average production costs 
in 1988 were approximately $4.38 per barrel of crude oil and crude oil equivalent. 


In the Brazeau area of Alberta, Texaco Canada participated in a 15-well exploratory and development program 
which resulted in 13 oil wells and two gas wells in the Belly River formation. The oil wells typically have initial 
production rates of 126 barrels per day and qualified for a three-year royalty holiday. Development activity will 
continue in 1989. Texaco Canada’s average working interest in the program is 30 percent. Texaco Canada is also 
farming in on 15,700 acres through a multi-well program which will give it a 66.6 per cent total working interest on 
all lands if all the planned wells are drilled. 


Two successful gas/condensate wells were drilled in the Pembina area in 1988, and development drilling will 
continue in 1989. Texaco Canada has a 100 percent working interest in the wells which tested the Rock Creek 
formation, and controls a majority of the potential pool. 


In the Willesden Green — Open Creek area an exploratory program targeting the Belly River formation was 
continued from the preceding year. One wildcat well and five development wells were drilled in 1988. Six wells 
drilled in 1987 were successfully completed as oil wells. 


At the Waterton/Castle River area in southwestern Alberta, Texaco Canada, with a 25 percent working 
interest, participated in a successful development well. Natural gas tested at rates of up to 14 million cubic feet per 
day. Exploration is expected to continue in this area in 1989. 


In the Ring/Border Pedigree area, which straddles the northern portion of the Alberta/British Columbia 
border, Texaco Canada participated in 14 exploratory and development wells in the first quarter of 1989. Thirteen 
wells indicated gas discoveries and one was a dry hole. Texaco Canada’s interests in the wells vary from 25 percent 
to 100 percent. 


Of three delineation wells drilled in the Amauligak field in 1988 and a fourth drilled in 1987 but tested in 1988, 
two encountered significant volumes of oil and gas. Recoverable reserves in the field are estimated at up to 
380 million barrels of oil and 2.1 trillion cubic feet of natural gas. Amauligak is expected to be the first commercial 
oil production project in the Canadian Beaufort. Texaco Canada also participated in the drilling of a separate 
exploratory well approximately 2.5 miles west of the main Amauligak field. It tested at rates of up to 6,660 barrels of 
oil per day. 


Texaco Canada has completed a 3-well drilling program under a farmin agreement with 11 other interest 
holders in the Jeanne d’Arc basin offshore Newfoundland. Under the terms of the agreement, Texaco Canada > 
earned working interests ranging from 34 to 60 percent in the farmin lands amounting to 59,856 net acres. Gas 
flowed at the rate of 331,000 cubic meters per day from a zone at a depth of 1,300 meters on the third well. All 
3 wells have been abandoned. 


A 1500 mile seismic program offshore Malaysia was completed in 1988 and two exploratory wells are planned 
in participation with three other companies in late 1989. 


In 1988, Texaco Canada, in partnership with Texaco Latin America, participated in drilling of two wells and 
the commencement of a third on the Marajo Block, Brazil and completed 3,600 kilometres of seismic profiling in 
the area. 


During 1988, Texaco Canada participated in 81.5 net development wells. Of the 235 gross development wells 
drilled, 204 were oil, 11 were gas and 20 were dry. Development drilling in 1988 added 3.2 million barrels to the 
reserves of Texaco Canada. 


Pipelines 


Texaco Canada’s crude oil pipeline system extends for approximately 80 miles from Rimbey to Edmonton 
through the Bonnie Glen and Wizard Lake fields, and carries all of the crude oil produced from these fields. The 
primary flow in the system is into Edmonton, from which deliveries can be made to Edmonton refineries or to the 
major east/west pipelines. The system is also interconnected to the Rangeland Pipeline at Rimbey, and deliveries 
can be made to this system or received from it. Present operating capacity into Edmonton is approximately 188,700 
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barrels per day. During 1988, deliveries averaged 70,660 barrels per day. In addition Texaco Canada has a 50 
percent share ownership in Federated PipeLines Ltd., a 47.5 percent share ownership interest in Manito Pipelines 
Ltd., and a 4.78 percent share ownership interest in Peace Pipe Line Limited. 


Gas Plants 


Details regarding the gas plants operated by Texaco Canada are as follows: 


Percentage Design Capacity 

Ownership (millions of cubic feet per day) 
Bests rey SOMIUIOR CTS Gs A oe x RS oo esl she we as 100.0 100 
Reem ING VICLG, 2, AAT a! hed abe 6. Nano cv at Sp clined Sha Sams 81.6 140 
COTATI LS Oe Cann Se MP aS SO NT ee eT 30.2 58 
RMR LOT MOTOEDN, oy clash tcc ty cue ae ea one a AC ake seaigiancnonere ent dinte oe eoeeese 52.4 ¥2 
RE eg crn te ek irre ee ene Tee ot he een ee 67.2 10 
iw oo Sel Sos WS a I, IN ae eed et oS OE eg cg 8 ee 75.0 8 
UPL: A grec OR CRE a ARO a SP ar Os ya ea 100.0 6 
Ue ue AE 3 ee RE,” pC Eg ee ae teers ET 100.0 6 
ee EAR te cer. Ath 0s $15 ciate isp ecole cet oA aah ete C3 ae peers 25.0 5 


Texaco Canada also has interests in 66 other plants for processing of natural gas and recovery of natural gas 
liquids from gas produced with crude oil or from gas wells. 


Texaco Canada is constructing a new 50 million cubic feet per day design capacity plant to recover natural gas 
liquids from its West Pembina solution gas production. Texaco Canada has a 90 percent interest in the plant. 
Texaco Canada is also engaged in a $17 million expansion of its deep cut Bonnie Glen cycle plant, an $11.4 million 
expansion of its wholly-owned Willesden Green gas plant and a $3.4 million expansion of its Wabasca facility. In 
addition, Texaco Canada is participating in the expansion of gas facilities at Leismer East and Nipisi. 


Production and Reserve Replacement 


Texaco Canada’s significant oil fields, all of which are in Alberta, are: Bonnie Glen; Pembina; Wizard Lake; 
Willesden Green; Nipisi; and Swan Hills. 


Texaco Canada’s significant gas fields, all of which are in Alberta, are: Pembina; Brainard; Elmworth; Gilby; 
and Waterton. In addition, Texaco Canada has significant gas reserves contained in the Bonnie Glen and Wizard 
Lake gas caps. These reserves are not currently available for sale. 


Texaco Canada’s average daily production of crude oil, natural gas liquids and natural gas during 1987 and 
1988 was as follows: 
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Most of Texaco Canada’s oil production is from fields which have reached a mature stage of development and 
are subject to enhanced recovery programs. All of Texaco Canada’s net proved reserves are located in Canada. 
Texaco Canada’s estimated net proved reserves as at December 31, 1988 were as follows: 
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Notes: 
Gross production of crude oil is Texaco Canada’s share of production and gross production of natural gas liquids is the amount received from 
producing Texaco Canada’s share of production of natural gas (excluding purchased gas, in each case before deduction of the mineral 
owners’ and/or governments’ share. Net production is gross production less the mineral owners’ and/or governments’ share. All gas volumes 
are calculated at a pressure base of, in the case of cubic feet, 14.73 pounds per square inch at 60 degrees Fahrenheit and, in the case of cubic 
metres, 101.325 kilopascals absolute at 15 degrees Celsius. 


The foregoing reserve quantities are believed to be reasonable estimates consistent with current knowledge of the characteristics and extent 
of proved production. They include only such reserves as can reasonably be classified as proved. Net reserves represent the volume estimated 
to be available after deduction of the royalty interests of others from gross reserves. Estimates of reserve quantities are based on sound 
geological and engineering principles, but by their very nature are still estimates that are subject to upward or downward revision as 
additional information regarding producing fields and technology becomes available. Since estimating underground reserves is not and does 
not purport to be an exact science, the potential for subsequent revisions in estimates is high. Texaco Canada’s estimates of natural gas 
reserves are on a “dry” basis and account for shrinkage resulting from anticipated recovery of natural gas liquids through existing facilities. 


Net reserves for each year-end have been determined using prices and the royalty structure in effect at each respective year-end. 


Subsequent to year end certain properties were transferred to TCPI (as stated under “Dividends Declared and 
Paid by Texaco Canada Subsequent to Year End”). The effect of these transfers on the reserve figures set out above 
is to reduce the gas reserves by 16.8 billion cubic feet and the liquid reserves by 2.6 million barrels. 


In July, 1988, Texaco Canada purchased the working interest previously held by Canterra Energy Ltd. in nine 
producing properties. Texaco Canada already had a working interest in four of these properties. As a result of the 
purchases from Canterra, 7 million barrels of liquids and 18 billion cubic feet of natural gas have been added to 
gross proved reserves. 


In 1988, Texaco Canada replaced 63 percent of gross liquids production, compared with 59 percent in 1987. 
Additions to gross reserves came primarily from four sources: new enhanced oil recovery projects in Alberta and 
Saskatchewan, 5 million barrels; exploratory and development drilling, 7 million barrels; reserve revisions, mostly in 
the Pembina-Cardium reservoirs, 6 million barrels; and acquisition of producing properties, 7 million barrels. Gross 
liquids reserves decreased by four percent in comparison to the prior year. 


Texaco Canada replaced 81 percent of natural gas production in 1988. Exploratory and development drilling 
accounted for the addition of 71 billion cubic feet of new gross gas reserves, while the acquisition of producing 
properties added a further 18 billion cubic feet. Gross gas reserves declined by 0.6 percent during the year. This 
compares with a reduction of 8.0 percent in 1987. 
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Petroleum Products Operations 


Texaco Canada owns and operates oil refineries in Dartmouth, Nova Scotia and Nanticoke, Ontario, with 
combined active processing capacity rated at 115,000 barrels per day. In 1988, the combined uprated capacity 
utilization for these two refineries achieved the rate of 107.1 percent. 


The approximate daily volumes of crude oil processed and sales volumes of refined petroleum products for 1988 
and 1987 were as follows: 
Years ended 
December 31 
1988 1987 


(thousands of barrels 
per day except 


as noted) 
Refinery Runs — Crude 
ONSET NR” VAP 0 CN ROU ae aes OL ok he Ye a cL 20 21 
SS WTA YOLOL NCD 1 mui tage Sy ey a Ee ee a a RU Po <n Or _ 103 oe) 
123 116 
SESS OPEC ESNet oh, ex ICR. RO DD. ee ee Dew, HEE 34 34 
PIS MON OCH E RSI aay hs Peas Ue, re wilt ory tae, aN RAI Rs ek PURGE, AMY sh £¥HS 
PR AMOMTAACCOUNL Jes sc GAS OMA pee aces aaa SAR Ae RG Chee ee ees aa ewe 146 147 
Refinery Utilization 
Darinvoucin( CaDacitye2U-OU0 OG) ae nw Ca aes Pee Oh Tee ihe Oe OPT Pee eee 100.2% 105.2% 
ENaNICOKE ( CADACIFYE 9) .OUO"DPG) 5. sete o sa abe ae oe er ee Te, ee ee ee 108.6% 113.5% 
Sales Volume 
RP ASOING SHR ek ok ee ee cee ek Ue, eRe Se a 80 78 
Berets Es s < GOR Pie os Es wie Del eck Bo a gS de wad Oe bakes Ce dieien’s 17, 16 
OSE | esate RI ae hed RPI Me od od ak AM 2 ca, SR A Gee SR 28 29 
SEMEL ete GD A REMI ei 5 oh EO Ua cB, dst Bl avn ain MR OM ais AOR ii Sia 14 14 
COU CaS a RIS INGE SRT) oO keg OO ee Ne en a eee ee. 2 Se SE eel a a eer 8 wi 
147 144 
CLOG RE IMCAIS  nocaee es eee in thaes he ores dies oN aera ee hae Ac els ie ot 
150 146 
INatdralkGas kiquids sdaeii6. vloereiae BGG. We. kro tumsigucadd wooing “ates en 14 13 
FOCAL PELTOlCUTI PE TOGUCES cee Orr, Fe ee ER Mee es. RES PN) 164 159 


In central Canada, Texaco Canada’s Nanticoke refinery in Ontario operates at optimum levels. Included in this 
production is 34,000 barrels per day processed for a major competitor, who in exchange, processed a similar amount 
of Texaco Canada crude oil in their Montreal refinery for Texaco Canada’s market requirements in Quebec. 


The Dartmouth refinery provides products for Texaco Canada’s demand in the four Atlantic Provinces as well 
as competitors on a product exchange basis. 


In western Canada, a processing agreement with a major competitor at Edmonton supplies products for Texaco 
Canada’s customers in the four western Provinces. 


As at December 31, 1988, Texaco Canada owned or leased 33 operating distribution terminals and 206 
operating bulk stations. 


In July, 1986 Texaco Canada entered into long-term agreements to lease its tankers Texaco Brave and Texaco 
Chief to a Montreal-based major independent Canadian shipping company. The agreement includes an undertaking 
by the lessee to handle Texaco Canada’s marine transportation requirements at competitive rates. 

Petroleum Products Distribution and Marketing 

Texaco Canada markets an extensive line of petroleum products through approximately 1700 retail outlets 
across Canada. 
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Texaco Canada has a 33.33 percent share ownership in Trans-Northern Pipelines Inc., a 20 percent share 
ownership interest in Alberta Products Pipe Line Ltd. and a 16 percent share ownership interest in Montreal Pipe 
Line Limited. 


Texaco Canada also owns and operates pipelines supplying Texaco branded heating fuels to approximately 
4000 homes in 16 residential developments located in Ottawa and Toronto. 


There is a blending and grease manufacturing plant in Toronto, Ontario, and a blending plant in Edmonton, 
Alberta. Both are located on fee-owned land. 


Extracts from Texaco Canada’s Management’s Discussion and Analysis of Financial Condition 
and Results of Operations 


The following information has been taken from Texaco Canada’s Annual Report on Form 10-K for the fiscal 
year ended December 31, 1988. 


Financial Summary 
Years ended December 31 
1988 1987 1986 


(millions of dollars except 
where noted) 


Net Operating Income 


Energy (Resources... .svudec S55 occa ded vues eee $ 144 $ 212 $ 158 
Petroleum.Progucts « wsi5-.5 5 2 is.ss Re eiore el ate Sescoieae Sides Son eae ae ena 126 87 87 
Corporate income, unallocated corporate expenses, and consolidation 
ACJUSTMIEMES Aw co. sc ecs.re we Seele owen rece cge, se tee fee ee ee 63 ZA 38 
Net Incomes iw gevercs.ces cdiks TRON Ra oe Dae eee ae ee ee 333 320 283 
Net income per. SWare.. a. «. ¢e en4e eee andes ones + Ale ae eee ee S15 $ 2.65 $ 2.34 
Rate.of return’ on.average capital.employed « «..s.:;. detec see ee ee 10.2% 10.2% 9.5% 
Cash *fronfoperations «22 2.2. 0.05 ae 2. ence 587 533 475 
Capital and exploration expenditures. .2.< >... >... te ee 409 251 Zot 


Consolidated Results 


Consolidated net income increased in 1988 by $13 million or 4.1 percent compared to the prior year. Higher 
earnings in the petroleum products and corporate segments more than offset a decline in earnings of the energy 
resources segment. Depressed energy prices throughout most of 1988 adversely affected the performance of the 
energy resources segment, despite higher liquids production and natural gas sales volumes. The petroleum products 
segment benefitted from higher margins and sales volumes. An increase in the net realization of previously deferred 
energy resources earnings and higher interest income accounted for the increase in corporate segment earnings. The 
rate of return on average capital employed of 10.2 percent in 1988 is comparable to 1987. 


Overall performance in 1987 exceeded that of 1986 due to higher crude oil prices and the elimination of the 
Petroleum and Gas Revenue Tax (PGRT) on October 1, 1986, although this was partially offset by lower 
production of crude oil and natural gas liquids and a reduction in average margins in the petroleum products 
segment. 


Business Segment Information 
Energy Resources 


The energy resources segment is highly vulnerable to changes in the price of oil as determined in the global 
marketplace. In 1988, segment earnings suffered from lower world prices for crude oil and natural gas liquids. 
Income for the energy resources segment decreased by $68 million or 32 percent compared to 1987. In addition to 
lower energy prices, segment earnings were adversely affected by higher costs associated with increased exploration 
activity and write-offs of the Venture gas project, two wells in the Marajo rift basin in Brazil, and one well in the 
Jeanne d’Arc basin offshore Newfoundland. These effects were partially offset by higher sales volumes for crude oil 
and natural gas liquids. In the case of natural gas, the increase in sales volumes more than offset the slight decline in 
average prices. Energy resources earnings benefitted from reduced income tax rates following the enactment of 
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federal income tax reform legislation in 1988. Gross production of crude oil and natural gas liquids averaged 17,200 
cubic metres per day in 1988, up from 16,300 cubic metres per day for the previous year. This increase in production 
is attributable to relaxed government regulation following modifications to the Alberta government prorationing 
system in the second half of 1987, combined with pipeline expansion. 


In 1987, crude oil prices recovered from the depressed levels of 1986, increasing income in the energy resources 
segment by $54 million. The elimination of the PGRT and the positive effects of certain royalty and tax initiatives 
undertaken by the federal and provincial governments contributed to higher earnings. Partially offsetting these 
favourable trends were the effect of lower crude oil and natural gas liquids production, and a reduction in natural gas 
prices. Liquids production was constrained by government regulation due to low market demand and pipeline 
limitations in the first half of the year, but increased to near capacity levels for the second half following the 
previously mentioned modifications to the Alberta government prorationing system and pipeline expansion. Lower 
natural gas prices resulted from increased competition from other energy sources and the effects of gas deregulation 
in Canada. 


Petroleum Products 


The operating performance of the petroleum products segment improved considerably in 1988, despite 
continued strong market competition. Income for 1988 of $126 million represents a significant improvement over 
$87 million in the previous year. Return on average capital employed is 10.5 percent, an increase from 7.5 percent in 
1987 and 7.5 percent in 1986. 


The combined effect of higher margins and higher overall sales volumes account for the increase in petroleum 
products segment earnings. Product margins have increased due to operating efficiencies and high utilization of the 
Nanticoke and Halifax refineries, and stronger market prices resulting from increased international demand for high 
octane unleaded gasolines. Overall sales volumes increased 3.2 percent compared to the prior year. Sales volumes of 
gasoline increased by 3.1 percent, as the segment benefitted from increased international demand for high octane 
unleaded gasolines. 


Income was $87 million in 1987, the same as 1986. Overall sales volumes increased 2.7 percent compared to 
1986, led by a 4.9 percent increase in gasoline sales volumes. Operating efficiencies were realized by operating the 
refineries at maximum capacity levels. These positive effects were offset by lower product margins due to strong 
price competition and a premature reaction to declining energy prices in the second half of 1987. Income for 1987 
also includes the expenses associated with a planned maintenance shutdown of the Nanticoke refinery, and a $10 
million income tax reassessment refund. 


Capital and Exploration Expenditures 
Years ended December 31 


1988 1987 1986 
(millions of dollars) 

Exploration.and, production 3229 -ad)-. 0} sepenwis bina eolaieess Se-epibeeest. dhe ee $329 $159 $163 

Moanudacturingrssc: sds sah trowraials: velo T-juss at-ries bluoteetendonie cloak seme 14 40 49 

Marketing. ao. s.0%e 55 cid coat sib ns os Doras dle Wanetese ore ate Rae A ho. aera 4 64 48 43 

OES rere Bid eat athe. ates wry STN ee, ay UD see On ce Nn Per oy See a 2 4 2 

Fotalcapital andiexploration expenditures % .6 c045 5s cece oe eins no oe vin 409 Zt 257 
Deduct: Exploration expenses and development dry holes charged against current 

TVA 2°07 1h AORt AP See gen cia an Oey Aap RCT NO MS Me Re eS ed 130 50 45 

Migtaltex De MUitU res 8 cio vacant cant tie eich Pe es eee cc tvaee oat a. $279 $201 $212 


Capital and exploration expenditures of $409 million in 1988 are 63 percent higher than the $251 million 
expended in 1987. 


In the energy resources segment, expenditures on exploration and production activities of $329 million were 
$170 million above 1987 levels. In 1988, such expenditures included an additional 3 percent interest in the 
Amauligak field, raising Texaco Canada’s direct and indirect interest to 5.5 percent, and the purchase of nine oil and 
gas producing properties from Canterra Energy Ltd. 
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The energy resources expenditures for 1987 were comparable to those expended in 1986, although more 
emphasis was placed on lower-risk development drilling in 1986 as a result of depressed world crude oil prices. 


Capital expenditures in the petroleum products segment were $80 million compared to $92 million in 1987 and 
$94 million in 1986. Manufacturing expenditures of $14 million represents a substantial decrease from the $40 
million and $49 million expended in the years 1987 and 1986 respectively; these expenditures relate primarily to the 
$80 million capital project to upgrade the Nanticoke refinery. Marketing expenditures of $64 million in 1988 are 
associated mainly with the continued upgrading of older retail facilities and expansion of the System 2000 concept 
with the addition of 26 new locations. The System 2000 program is a Texaco Canada program, established in 1983 
under which new retail outlet facilities are developed or old ones rebuilt. 


Legal Matters 


Certain legal matters in connection with this offering will be passed upon by Blake, Cassels & Graydon for the 
Corporation and Osler, Hoskin & Harcourt for the Underwriter. As of May 19, 1989, partners and associates of 
Blake, Cassels & Graydon owned beneficially, directly or indirectly, 5,555 Shares of the Corporation and partners 
and associates of Osler, Hoskin & Harcourt owned beneficially, directly or indirectly, @ Shares of the 
Corporation. 


Transfer Agent and Registrar 


The registers on which transfers of the Shares may be recorded are maintained at the principal office of the 
Corporation in Toronto, at the principal offices of Montreal Trust Company of Canada in Halifax, St. John’s, 
Charlottetown, Saint John, Montreal, Toronto, Winnipeg, Regina, Calgary and Vancouver and at the principal 
office of American Transtech Inc. in New York, New York. 


Purchasers’ Statutory Rights 


Securities legislation in certain of the provinces of Canada provides purchasers with the right to withdraw from 
an agreement to purchase securities within two business days after receipt or deemed receipt of a prospectus and any 
amendment. In several of the provinces and territories, securities legislation further provides a purchaser with 
remedies for rescission or, in some jurisdictions, damages where the prospectus and any amendment contains a 
misrepresentation or is not delivered to the purchaser, but such remedies must be exercised by the purchaser within 
the time limit prescribed by the securities legislation of the purchaser’s province or territory. A purchaser should 
refer to any applicable provisions of the securities legislation of the purchaser’s province for the particulars of these 
rights or consult with a legal adviser. 


As required by Newfoundland Policy Statement No. 1 under the Newfoundland Securities Act, as a term of 
this offering the Corporation and the Underwriters hereby provide purchasers resident in Newfoundland with the 
contractual right to withdraw from an agreement to purchase the Shares within two business days of receipt of this 
short form prospectus and any amendments thereto, as specified in that Policy Statement. The Corporation hereby 
further provides such purchasers with remedies of rescission and damages in the case of any misrepresentation as 
specified in that Policy Statement. Such purchasers should refer to that Policy Statement for the particulars of these 
rights or consult with a legal adviser. 
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Compilation Report 
To the Directors of 
IMPERIAL OIL LIMITED: 


We have reviewed, as to compilation only, the accompanying pro forma condensed consolidated statements of 
earnings of Imperial Oil Limited for the year ended December 31, 1988 ,and the three months ended March 31, 
1989, and the pro forma condensed consolidated statement of financial position as at March 31, 1989,included in this 
short form prospectus relating to the sale and issue of Class A convertible shares of Imperial Oil Limited. In our 
opinion, the pro forma financial statements have been properly compiled to give effect to the transaction and the 
assumptions described in the notes thereto. 


@ 
Chartered Accountants 
Toronto, Canada 
May @, 1989 
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Pro Forma Financial Information 
Pro forma financial information 


For the purpose of the Pro Forma Financial Information, “Imperial” refers to Imperial Oil Limited and its 
subsidiaries, excluding Texaco Canada. 


Set forth below is the unaudited pro forma financial information of Imperial adjusted to give effect to the 
equity issue (excluding the over-allotment option) offered in this prospectus and to give effect to the impact of the 
acquisition of Texaco Canada. The pro forma financial information reflects the combination of the businesses of 
Imperial and Texaco Canada using the purchase method of accounting and in accordance with Canadian GAAP. 
Pro forma earnings information assumes the combination of the businesses at the beginning of the periods 
presented. 


The pro forma financial information includes pro forma condensed consolidated statements of earnings for the 
year ended December 31, 1988, and the three months ended March 31, 1989 and a pro forma condensed 
consolidated statement of financial position as at March 31, 1989. These pro forma financial statements are based 
on consolidated financial statements for these periods as found in: 


(a) the 1988 Annual Report of the Corporation which is incorporated by reference in the Annual Information 
Form and in the Annual Report on Form 10-K for the year ended December 31, 1988, 


(b) the unaudited interim consolidated financial statements of the Corporation contained in a report to the 
shareholders for the three months ended March 31, 1989 and the Quarterly Report on Form 10-Q for the 
quarter ended March 31, 1989, and 


(c) the Annual Report on Form 10-K for the year ended December 31, 1988, and the Quarterly Report on 
Form 10-Q for the quarter ended March 31, 1989, of Texaco Canada. 


The pro forma financial information presented below is in condensed form, omitting, among other things, 
unavailable details of certain expense classifications from the respective companies’ statements of earnings in order 
to present data on a comparable basis. The pro forma financial information is not necessarily indicative of the 
Corporation’s future consolidated financial position or earnings. A detailed allocation of the purchase price over all 
the assets has not been made. Furthermore, there will be additional adjustments once the companies are merged to 
conform the accounting principles and practices of the two companies. 


The Corporation is unable at this time to determine the exact nature and selling value of assets which it may 
determine to, or be required to, sell in connection with the purchase of Texaco Canada. Accordingly, the pro forma 
financial information does not reflect any adjustments in respect of dispositions. 
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Pro Forma Condensed Consolidated Statement of Earnings (Unaudited) (a) 


For the year ended December 31, 1988 


Texaco Adjustments Pro forma 
Imperial Canada (See note 3) Combined 


(millions of dollars) 


Revenues 

mcrce ana Other Operating revenues. 3%. 0.6.0. eh Wee ee $7 105"4 S285 $ $ 9,960 

PIMOPESe ANU TINVESLITIONT INCOME? | oe serecend sles e's bles Oe eee 100 135 (86) 149 
CINERGY CRUCS Te recat. .*. Sectmiteen sl cottiin enn « loa ee 7,205 2,990 (86) 10,109 
Expenses 

i 2523) (Be SCOT Na RS eR > rae de 2 RA ee a $23 130 253 

RPISES ANG ODETAUINP EXPENSES 2 6 Fe Rie ann widctae sale tes ateletatets 4,763 1,625 10 6,398 

SUAS panne acti SIAR 2 4M IRIE, TOMES 3, te a ae et Re Mal 102 8 414 524 

Me pre CiallOn- cau tGePICtlON 25 wos cse ceierent se estes este 462 145 165 iil 
MetMS GING CISC S Mpartetehn es. 7 Pence h eke on. ROMER coke bok Sie Sean: 5,450 1,908 589 7,947 
MEAS COCIOlS CAXGS. cL ney, Scr ed we pate ths Sete ISS 1,082 (675) 2,162 
WEECOMMEEATIO-OLICTLANCS. :StemnenMevshe os ecmeioertes vod clots se ote stones ats 1,254 749 (218) 1,785 
ele eer OS Ce wee ce ew een ee eS heehee ela SP OOhe tr oa 35 $ (457) 5 ie 
Weighted average number of shares (thousands) (b) .......... 163,691 120,768 180,138 
Regus Derciiare, (dollars adbyans « retest incu ic De $306 $8295 $ 2.09 


(a) This statement presents the earnings of Imperial and Texaco Canada as though they had been combined for the year 1988. As well, the 
equity issue has been applied retroactively to January 1, 1988. 


(b) See note 4 for the impact of the over-allotment option. 


The notes form part of these financial statements. 
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Pro Forma Condensed Consolidated Statement of Earnings (Unaudited) (a) 


For the three months ended March 31, 1989 


Texaco 
Imperial Canada 


Adjustments 


(See note 3) 


(millions of dollars) 


Revenues 

Sales; and other operating revenues 4.) 0m «004s.» os apres 2ean $ 1,746 $ 634 

Interest-andsinvestment-income: 5; ans hi. oi os 20 18 
‘Fotal revenuesiss...:.... 2. ce es oe eee 1,766 652 
Expenses 

Fexploration (i wigys ee eee eh cack s cee ee 18 22 

Gosts:and: operating “expenses 3/75 at co Lat 350 

Bnterest oe anh sss gee chata 5, aa at SRLS See, ee ee 3 2 

Depreciationsand depletion a2). 2-2 ae. se. eee ee 122 37 
Potalexpensesi: .....: Shee ee a es ee ee 1,384 411 
Earmings. before taxes. meen =. os tees ak Sk see 382 241 
Income. and. other taxes’. eee: os Sees a x ee do oe 271 178 
Net earningsi(b)s:. 2) Ors eee ks Se. ce So sid eee Si 63 
Weighted average number of shares (thousands) (b)........... 166,213 120,768 
Earnings per.share. (dollars). (6) 9... sates hs iso sins oe oe $e 0-67, asd 70-52 


$4409) 
(13) 
(22) 


(8) 
61 


Pro forma 


Combined 


$ 2,371 
25 


2,396 


PF 
oo 
Ww 


(a) This statement presents the earnings of Imperial and Texaco Canada as though they had been combined for the three months ended 


March 31, 1989. As well, the equity issue has been applied retroactively to January 1, 1989. 


(b) See note 4 for the impact of the over-allotment option. 


The notes form part of these financial statements. 
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Pro Forma Condensed Consolidated Statement Of Financial Position (Unaudited) (a) 


As at March 31, 1989 


Adjustments Pro forma 
Corporation (See note 2) Combined 


(millions of dollars) 


Current Assets 


COPS Tt AU Re kode 5 5s RO a a 20d $ (33) $ $ (33) 
FeV teat A DICE SCCURIIESH GS cos mtn otey as Rie rahe eh sb savers asione AiG Od ates 28 28 
COUN SHTOCOIV A DIS MT. forth Ge Ae eh rae 6 oe Sr ce OEM ee nasil ge oak 1,200 1,200 
PnVentonies OlcCrUMesON’ ANd PrOdUcts sn. s wk nyeg lene aw cad wes ata aie 1,178 1,178 
SOONG CUITENELASSC ESP mothe) aiid sa Sale ¢ sate Sa Sw coda RAS Vasa ee om ee wD Oe o208 Gow 208 
We amCHTLCTILTASSC(S alt ieee lt leek che, AMO cal ot Zee ie sl beta Medea Sheek 2,581 — 2,581 
Current Liabilities 
Bank loans, commercial paper and short-term notes ................. 2,209 (835) 1,374 
Accounts payable and:accruédsliabilities ¢ occ .)3 oc Fa thew we ds 1,247 1,247 
sax esupnyable-.)is..2c68).«. camer, ONT «shu. eae dog ton eh aba es 202 202 
OPAC UTTOMe AUIS eee ga ace re IN Oe, UO I ae 3,658 (835) 2,823 
pean OrmIne Capital. metry Wl eeen cerns ie, an tcl eres cit femeen lane a (1,077) 835 (242) 
Pavestments,and other long-term assets)... .. scsi s. seca eee cee ees 633 633 
Propemyaplant, and equipment: nets. 5 oc ula acy eistunme eal ess aes 12,781 12,781 
bGlalncatital employed” son toy et tes ae er. Te eT ee Ne 2) $12,337 $ 835 SISN72 
Sources of capital employed 
LACEY SRST ET C0 Polo] AVS es fie pee derys ie Maen NN ga Aca erry Sire ty as Fs EUR $°3°377 $ $73057 7. 
ECL Onofri OOMPSATIONS pies sccrrs'o oerrials es Cero es Ane 522 522 
MD CTORLCE INCOME LAKES Hes os Ge RAR Ohig Oe feo heh RR RE Oe cern 2,376 2,376 
Shareholders’ equity 
RPOMINONSHATES Ur tte eR) ROS, REN LENORE 7 ROTI SR RNY BA 8 19 1,677 835 2512 
etaINCd eating er awe sr aa cide vere ens meee Siam are Cae ae ok 4,385 4,385 
Totamsharchoiders’ Squity{ys eae, FEE aS TO OLA NERS Se Re 6,062 835 6,897 
Total sources of, Capital employed sno «nso te lhe wusGcti Ginnie: pe ici cise $12,337 $ 835 $13,172 


(a) This statement presents the equity issue as though it had occurred on March 31, 1989. 


The notes form part of these financial statements. 
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Notes to the Pro Forma Financial Information (Unaudited) 


Acquisition of Texaco Canada Inc. 


In February 1989, the Corporation acquired 99.6% of the outstanding shares of Texaco Canada, a major fully-integrated oil company, and 
has since acquired the remaining 0.4% of the outstanding shares. The acquisition has been accounted for using the purchase method. Under 
Canadian generally accepted accounting principles (GAAP), the purchase price of $4,960 million was allocated as follows: 


millions of dollars 


Cash ah ty 2 pce a ts ts eg Sk i aso « 0's, 4 BAe ne aa $ 145 
Operating: workingecapitali sy aes croc. 5 Sic oi.5 215 coe ieee he eal eee eh ee NE cheese 71 
Investments andvother long-term) assets) --...52- . ose ee oe eee eee ci eee 221 
Property,; plantsandsequipment'— net «= 2.5 254. oe ae See eee eee 5,306 
5,743 

Less: 
Assumption of long-term debt and other long-term obligations.....................-. 174 
Assumption iofidefermedsincome taxes /-. . =. 2-2. acres eerie ian eee 609 
$4,960 


A detailed allocation of the purchase price over all the assets has not yet been made. This may result in a different allocation to that shown 
above. 


Financing consisted of $4,651 million of debt and the issuance of 5 million common shares. The debt includes a $2,504 million syndicated 
loan, and commercial paper and short-term borrowings of $2,147 million. 


Pro forma condensed consolidated statement of financial position adjustments 


The Corporation expects to issue 16,447,370 Shares (excluding the over-allotment option) for $835 million from the equity issue 
represented in this prospectus. These monies will be used to reduce commercial paper and short-term borrowings incurred from the 
financing of the acquisition of Texaco Canada. 


Pro forma condensed consolidated statement of earnings adjustments 


Interest income recorded by Texaco Canada in 1988 and for the three months ended March 31, 1989 decreases for pro forma purposes by 
$86 million and $13 million, respectively, after giving retroactive effect to special cash dividends declared by Texaco Canada to its former 
shareholders. Investments are assumed to earn approximately 9.5 percent per annum. 


Pro forma operating expense increased by $10 million in 1988 and by $2 million for the three months ended March 31, 1989 after adjusting 
for the additional impact of other retirement benefits obligations assumed in the acquisition of Texaco Canada. The additional expense for 
the three months ended March 31, 1989 has been offset by a consolidation adjustment to eliminate intercompany sales and purchases 
between Imperial and Texaco Canada. Excluded from the expense adjustments is a one-time charge to earnings of the fair market value 
increment of inventory acquired amounting to $25 million after income taxes. 


Pro forma interest expense increases by $414 million in 1988 and by $61 million for the three months ended March 31, 1989 after adjusting 
for the financing requirements discussed in note | and the reduction in debt as a result of the equity issue represented in this prospectus 
discussed in note 2. Interest is calculated assuming an average financing cost of approximately 11 percent. 


Pro forma depreciation and depletion expense increases by $165 million in 1988 and by $47 million for the three months ended March 31, 
1989 after adjusting for depreciation and depletion of the excess of the purchase price allocated to property, plant and equipment over the 
book value of net assets acquired. 


Adjustments not made in the pro forma financial information 


Various differences in accounting policies and practices exist between Imperial and Texaco Canada. The Corporation estimates that these 
differences would not have a material effect on the pro forma earnings. 


The agreement with the Underwriters contains a share over-allotment option which has not been reflected in the pro forma financial 
information. In the event that the Underwriters exercise their over-allotment option in full, the entire additional proceeds of $51 million 
from the over-allotment option and the additional subscription of $116 million private placement with Exxon Corporation would be applied 
to further reduce indebtedness. Retroactive application of the over-allotment option proceeds to January 1, 1988 and January 1, 1989 would 
increase earnings, earnings per share and the weighted average number of shares outstanding as follows: 


Three months Year ended 
ended March 31, 1989 December 31, 1988 
Netcearmings: (millions) cyeeeres aes ia. kid ahi oe Gin ciel an eae a ee eee $ 3 $ 10 
Earnings! per:share, (dollars) Boseess scr ene eee ee one Oe ee eee $0.01 $0.02 
Weighted average number ofi shares <(thousands)) Ecc. ost seer ee ee ee eee 3,289 3,289 


Differences with United States generally accepted accounting principles (U.S. GAAP) 


The pro forma financial information has been prepared in accordance with Canadian GAAP. These principles conform in all material 
respects to those in the United States except for the following: 


Three months Year ended 
ended March 31, 1989 December 31, 1988 


(millions of dollars) 


Neimengnings Under C anagiany oA e wets ee Es cha et hws $ 83 $ 377 

Impact of U.S. accounting principles (a): 

Wapitalizedtinterestem we Le o.oo ae eo ona as SR Oem | (1) (5) 
orcisn-exchanver eerie ait eee ee Oe eee. ie en erie yee ae. 1 14 
Pensions ——sdisCOuntynate. rye cry ea Ante te ra oe eee Creep oR ge. 4 16 

INCHeAmnIngsrndeniWssaGrA AD. ae Rewer een steer vain «le ee es sass SR $ 87 $ 402 

Earnings per share (dollars) 

Under accounting principles of 

SAAC ae Ne onset a0 te ER, dea Oe GAS as) das ook dl eb nate Peon $0.45 $2.09 
EU Nitec :Statestetlatr. GF ent \ eM iss log hed alk de Seu TbIe Ss msahe ee Blare a olga NO $0.48 $2.23 

(a) An explanation of these items is found on pages 48 and 49 of the Imperial Oil Limited Annual Report for 1988, which was 
incorporated into the Corporation’s Annual Information Form and its Annual Report on Form 10-K for the year ended December 31, 
1988. 

(b) Under Canadian GAAP, the Corporation recorded the deferred income taxes of Texaco Canada. Under U.S. GAAP (APB 11), 
amounts assigned to identifiable assets and liabilities should be recorded net of income taxes. As a result, the value assigned to 
property, plant and equipment would be reduced by the $609 million of deferred income taxes. The impact on net earnings would not 
be significant. 

(c) In 1987, The Statement of Financial Accounting Standards No. 96, “Accounting for Income Taxes,” was issued. The impact of 


adoption of the new standard on reported results cannot be reasonably estimated at this time due to the uncertainties in the timing and 
method of adoption and potential asset disposals in connection with the Texaco Canada acquisition. The Corporation expects to adopt 
this new standard in 1989 or 1990 for reporting under U.S. GAAP. 
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Certificates 


Dated: May 24, 1989 


This short form prospectus, together with the documents incorporated herein by reference, constitutes full, true 
and plain disclosure of all material facts relating to the securities offered by this short form prospectus as required by 
the securities laws of all provinces of Canada. For the purposes of the Securities Act (Quebec) and regulations 
thereunder, this short form prospectus, as supplemented by documents incorporated herein by reference, contains no 
misrepresentation that is likely to affect the value or the market price of the securities to be distributed. 


(Signed) ARDEN R. HAYNES (Signed) WILLIAM J. YOUNG 
Chairman of the Board Executive Vice-President 
and Chief Executive Officer and Chief Financial Officer 


On Behalf of the Board of Directors 


(Signed) R. B. PETERSON (Signed) W. R. K. INNES 
Director Director 


To the best of our knowledge, information and belief, this short form prospectus, together with the documents 
incorporated herein by reference, constitutes full, true and plain disclosure of all material facts relating to the 
securities offered by this short form prospectus as required by the securities laws of all provinces of Canada. For the 
purposes of the Securities Act (Quebec) and regulations thereunder, this short form prospectus, as supplemented by 
documents incorporated herein by reference, contains no misrepresentation that is likely to affect the value or the 
market price of the securities to be distributed. 


GORDON CAPITAL CORPORATION RBC DoMINION SECURITIES INC. 


by: (Signed) R. A. FUNG by: (Signed) R. H. LLoyp 


The following includes the names of all persons having an interest, directly or indirectly, to the extent of not less 
than 5% in the capital stock of: 


GORDON CAPITAL CORPORATION: D. C. Bainbridge, N. W. Baker, J. R. Connacher, L. R. Cornwell, F. A. 
Costantini, G. H. Eberts, R. A. Fung, R. M. Goldsack, Gordon Investment Corporation, J. N. Green, P. T. Hyland, 
R. Li and R. G. Spence. 


RBC DomMINION SECURITIES INC.: RBC Dominion Securities Limited, a majority-owned subsidiary of a Canadian 
chartered bank. 
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